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The reasons of the urban-rural income gap are the low income of the farmers and 
the slow rate of growth. Institutionally, it is the result of the dual structure. However, 
the relationship among the structure of financial expenditure, urbanization and income 
distribution under the influence of the dual structure is the focus of the study. 
This thesis begins from the analysis of the existing data, describes the status quo 
of the income gap between urban and rural residents (absolutely and relatively), the 
movements of fiscal structure and the path of urbanization. Then the thesis analyzes 
the mechanism of fiscal expenditure (expenditure in human resource, social security 
and agriculture) affecting on urban-rural income gap. It is surprise to find that the 
effect is uncertain, and even to the extent that it expands urban-rural income gap. The 
paper sets up a simple mathematical model to study the theoretical basis for how 
urbanization regulates income distribution gap. The conclusion is that the influence is 
based on the join forces of “Escaping Effect”, “Thinning Effect” and “Lightening 
Effect”.  
Using the provincial panel data from 1999 to 2012, we conclude empirical study 
about the influence of fiscal expenditure and urbanization to urban-rural income gap 
in 1999 to 2006 and 2007 to 2012. The main conclusions are as follows:(1) The urban 
bias of fiscal expenditure in education, culture, and public health has been improved, 
during 1999 to 2006, it is significantly helpful to expend urban-rural income gap, but 
during 2007 to 2012, the trend has changed; because of city-favorable problem, social 
security expenditure which is beneficial to social equity did not play the role of 
regulating urban-rural income gap. Instead, the increase in social security expenditure 
will expend urban-rural income gap; expenditure for supporting agriculture should 
have been benefit to improve production conditions of agriculture, in fact it cannot 
narrow urban-rural income gap, too. (2) During 1999 to 2006, Raising the level of 
urbanization significantly expended urban-rural income gap, but the development of 
urbanization could narrow it during 2007 to 2012. 
Based on empirical results, we propose some policy recommendations to narrow 
urban-rural income gap: (1) Change the local government performance examination 
system, which is now based on GDP growth, push on the equalization of basic public 
services; (2) Adjust the allocation structure of fiscal expenditure in education, culture 
and public health between urban and rural residents, create a fair environment for the 
accumulation of human resource between city and countryside,  encourage human 
capital return to the countryside; (3) Unify the urban and rural social security 
development, improve social security system in rural areas; (4) Spend more money to 
support agriculture, but the foundation is that we can make good use of it; (5) Promote 
new urbanization construction and the reform of household registration system, 
gradually realize free flow of population. 
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到 2013年为止，我国城镇居民年人均可支配收入达到 26955元，相比 1985
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